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ANNUAL REPORT OF THE DIRECTORS 


Montreal, March 7th, 1967 
To the Shareholders: 


Submitted herewith is the 1966 Annual Report of your 
Company, together with Consolidated Statements for that 
year with comparative figures for 1965. The Report of your 
Auditors is attached thereto. 


The year 1966 was marked by a great deal of labour unrest 
in Canada which affected your Company's operations in 
several ways. The operations of our major competitor were 
curtailed severely by a strike and this placed heavy demand 
on your Company to fill the requirements of many customers, 
Concurrently, strikes of truckers in Ontario and stevedores 
in Eastern Canada affected both shipments to customers 
and the delivery of necessary equipment and parts that were 


required for the extensive changes under way in the Com- — 


pany’s mills. The Company did everything in its power to 
fill the gap, even though its own operations were curtailed 
somewhat by the disruption caused by the extensive mo- 
dernization taking place in three of its mills. 


Consolidated sales for the year 1966 amounted to $41,516,943 
as compared to $36,677,996 in 1965. Consolidated net earn- 
ings for 1966, after all charges and an appropriate tax pro- 
vision, amounted to $1,438,370 compared to $1,193,492 in 
1965. By again taking advantage of maximum depreciation 
permitted under the Income Tax Act, it was not necessary 
to make any provision for taxes for the parent company on 
income for the year. The earnings for the year reflect an 
acceleration of normal repair and alteration expenses that 
were made in 1966 to conform to the scheduling of new 
equipment installations. Charges to operations with respect 
to these expenditures were $600,000 greater than in 1965. 


The consolidated statements include the financial position 
of the cotton buying company in the U.S.A. and the results of 
its operations for the full year 1966. The inventories and bank 
loans in particular reflect the position taken by that company 
in the procurement of raw cotton for the Company’s mills. 


Consolidated Earned and Capital Surplus as at December 
31st, 1966 amounted to $11,133,356 as compared to $9,814,986 
at the end of 1965. Dividends paid during the year on 
Class ‘‘A” Preferred Shares amounted to $120,000. 


The Offer to Purchase a certain portion of the holdings of 
Class ‘‘B” Preferred shareholders of record as at May 26th, 
1966 resulted in the acquisition for cancellation of 118,033 
Class “‘B” Preferred Shares. 


$500,000 of Series ‘‘C’’ Debentures which matured on July 
1st, 1966 were redeemed pursuant to the Supplementary 
Trust Indenture. 


Working Capital amounted to $13,725,790 at December 31st, 
1966, a decrease of $923,809 from the position at the end 
of 1965. 


Capital expenditures in 1966 were $3,060,918 compared to 
$1,221,286 in 1965. The program for increased productivity 
was continued in 1966 and renovation of a large section of 
the cloth mill at Welland was completed. A similar major 
renovation of the millin Trois-Riviéres is nearing completion, 
a delay having occurred with the delivery of equipment. The 
building addition in Grand’Mere was completed and the 
additional capacity at this location will come in May 1967. 
The increased production at Shawinigan came in during 
December and in 1967 a building extension at this location 
is planned to provide the space required for the renovation 
of the finishing equipment required for the quality yarn 
produced at this mill and for increased production. Expen- 
ditures in 1967 for plant improvement and expansion will 
continue at a substantial rate and will include for the first 
time the equipment for the manufacture of blends of cotton 
synthetic fabrics. 


The program for increased productivity has not been re- 
stricted to the producing mills. Improvements in adminis- 
trative procedures and cost controls are continually sought 
and to assist in this aspect of operations, a larger computer 
has been ordered. 


— 


Wage contracts were renegotiated in 1965/1966 and will 
expire in February 1968. Substantial increases were involved 
over the contract period and some of these additional costs 
are reflected in the statement for 1966. 


Reviewing the current position, some sections of the cotton 
textile trade are beginning to show signs of levelling off 
which may be associated with certain soft spots that have 
been revealed in the United States market. As previously 
stated, any softening in the United States market is likely 
to result in increased activity by U.S. manufacturers in the 
Canadian market and this, in conjunction with the very high 
level of imports from low wage countries and countries with 
state controlled economies is certain to result in added 
pressures on domestic manufacturers. 


——— SS 


| Still to be resolved on the international scene is the renewal 
of the Long Term Cotton Agreement which is designed to , 
regulate the effect of imports from developing nations. The | 

| future of the domestic industry is bound to be influenced 


i 
\ 


| by the negotiations currently under way to bring about the | 


| renewal and, of course, the extent to which our government 
| utilizes the provisions of this Agreement. 


— é 


The Kennedy Round of negotiations at the GATT are nearing 
the deadline for completion and it is to be hoped the 
Canadian Government will not make tariff concessions in the 
cotton textile field unless tangible benefits can be negotiated 
for the industry in other markets. This is absolutely essential 
in view of the very high degree of penetration of the market 
which has already taken place by foreign producers. 


The Company is participating in Expo '67 in the Quebec 
Industrial Pavilion. In addition to sharing in the textile 
industry presentation, we have taken space for our own 
exhibit and it is hoped that a large number of Canadians as 
well as foreign visitors will be informed of the part played 
by the Company in the industrial development of the country. 
Woods Bag & Canvas Co. Ltd., a wholly owned subsidiary, 


reported an improvement in earnings in 1966. The Canvas 
Division increased both its sales and net profit, while the 
Bag Division experienced a moderate decline in volume 
and profit. 


Pursuant to the provisions attaching to the Class “B” 4% 
Non-Cumulative Redeemable Preferred Shares of the 
Company, the holders of such shares will be entitled to vote 
at the forthcoming Annual General Meeting of Shareholders 
if a dividend on these shares has not been paid up to the 
time fixed for that meeting. 


At the last annual meeting of the Company, Mr. Louis 
Hébert, President of the Banque Canadienne Nationale, was 
elected a Director of your Company. Mr. Hébert has already 
taken a very active interest in the Company’s affairs and has 
contributed his wide knowledge and ability to the problems 
at hand. 


In 1967 your Company celebrates its 60th Anniversary. The 
occasion will be marked by the publication of a special 
brochure for distribution to its shareholders and to those 
with whom the Company does business. 


Reference has already been made to the many stresses 
placed upon the operations of the Company during the past 
year. All employees have extended full co-operation to meet 
the varying situations and disruptions at the mills and have 
performed admirably in response to the great demands made 
to them. The Directors recognize the effort put forth by 
these employees and record their appreciation of the contri- 
bution made by them towards the continued progress of the 
Company in 1966. 


On behalf of the Board of Directors 


H. ROY CRABTREE 


Chairman and President 


Data Processing Department located at our 
Three Rivers Office. This system is designed 
for the computation and rapid processing of 
sales, manufacturing and administrative data. 


Consumer Product Finishing Range—Another 
Wabasso First. The first and only range of its 
kind in Canada. Capable of finishing widths up 
to 117 inches in one continuous operation. 


THE WABASSO COTTON COMPANY, 
CONSOLIDATED BALANCE SHEET 


ASSETS 
CURRENT ASSETS 


Cash 
Short term investment 
Accounts receivable 
Trade 
Other 
Income taxes recoverable 
Inventories of finished products, goods in process, raw materials and supplies valued at 
cost, replacement cost, or net realizable value, whichever was the lower 
Unexpired insurance, prepaid taxes 


SPECIAL REFUNDABLE TAX 


INVESTMENTS 
Common shares (cost $4,604,075) 
(Quoted market value 1966—$3,078,886 
1965—$4,260,320) 
Shares in associated company, at cost 


FIXED ASSETS 
Land, buildings, plant and equipment at cost 
Less: Accumulated depreciation and obsolescence 


Goodwill, patents and processes 


APPROVED ON BEHALF OF THE BOARD: 
H. ROY CRABTREE, Director 
BERNARD S. SAUNDERS, Director 


AUDITORS’ REPORT 
To The Shareholders 
The Wabasso Cotton Company, Limited 


We have examined the accompanying consolidated financial statements of The Wabasso Cotton 
Company, Limited and subsidiary companies for the year ended December 31, 1966 comprising the 
consolidated balance sheet as at that date and the consolidated statements of profit and loss, 
earned surplus and capital surplus for the year then ended. Our examination included a general 
review of the accounting procedures and such tests of accounting records and other supporting 
evidence as we considered necessary in the circumstances. 


In our opinion the aforementioned statements present fairly the financial position of the companies 
as at December 31, 1966 and the results of their operations for the year then ended, in accordance 
with generally accepted accounting principles applied on a basis consistent with that of the preced- 
ing year. RIDDELL, STEAD, GRAHAM & HUTCHISON 
March 7, 1967 Chartered Accountants 


1965 


$ 201,711 
1,500,000 


3,768,757 
115,166 


14,644,042 
62,003 
20,291 ,679 


4,354,075 


45,500 
4,399,575 


33,736,469 
26,139,303 
7,597,166 
Bees 2 
7,597 , 168 


$32 , 288 , 422 


IMITED AND SUBSIDIARY COMPANIES 
5 AT DECEMBER 31, 1966 


LIABILITIES = 
CURRENT LIABILITIES 
Bank loans—secured $ 2,725,962 
Accounts payable and accrued charges 2,117,420 
Sales and other taxes 204 , 806 
Income taxes payable 93 , 892 
Debentures maturing within one year 500 , 000 
_ 5,642,080 
DEBENTURES 
1966 1965 
Authorized $15 ,000 ,000 $15,000,000 
Series ‘‘A’”’ and ‘'B”’ issued, matured and redeemed $ 5,000 ,000 $ 5,000,000 
Series “C’’—53%4% serial debentures, maturing $500,000 
annually to July 1, 1975 5,000,000 
Less: Matured and maturing within one year 500 , 000 
4,500,000 
RESERVE FOR RESEARCH, PLANT IMPROVEMENTS AND CONTINGENCIES 1,000,000 
SHAREHOLDER’S EQUITY 
CAPITAL STOCK 
Class “A” 4% non-cumulative participating redeemable preferred shares of a par value 
of $50.00 each, redeemable at $55.00 per share 
Authorized and issued 60,000 shares 3,000,000 
Class “B” 4% non-cumulative redeemable preferred shares of a par value of $1.00 each 
redeemable at par 
1966 1965 
Authorized 10 ,000 ,000 10,000,000 
Issued—shares 3 ,818 ,400 3,818,400 3,818 )400 
Redeemed—shares 471 ,400 353, 367 353 , 367 
3,347 ,000 3,465,033 3,465,033 
Common shares without nominal or par value 
Authorized—shares 525 ,000 525 ,000 
Issued —shares 360 ,039 360,039 2,221,160 
8,686,193 
RESERVES 2,645,163 
EARNED SURPLUS 9,461,619 
CAPITAL SURPLUS 353 , 367 


$32 , 288 , 422 


THE WABASSO COTTON COMPANY 
CONSOLIDATED STATEMENTS FO! 


CONSOLIDATED STATEMENT OF PROFIT AND LOSS 


1965 
SALES $36,677,996 
Operating profit for the year before taking into account the items shown below $ 2,802,263 

Deduct: 

Directors’ remuneration—including salaries of officers who are also directors 140,583 
Interest on debentures 145,489 
286 ,072 
Profit before depreciation 2,516,191 
Provision for depreciation 1,066,779 
1,449,412 
Provision for taxes on income (Note 1) 505 ,000 
Operating profit after taxes 944,412 
Income from investments 247,279 
Profit (loss) on disposal of fixed assets 1,801 
249,080 


Amount transferred to earned surplus $ 1,193,492 


~ 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


NOTE 1. The provision for taxes on income has been reduced by $595,000 by taking advantage of 
maximum capital cost allowances which exceed the depreciation recorded in the accounts. The 
cumulative reduction to date amounts to $1,177,000. 


NOTE 2. The board of directors have approved future capital expenditures estimated at $2,570,000. 
Of this amount $870,000 had been contractually committed. 


LIMITED AND SUBSIDIARY COMPANIES 
THE YEAR ENDED DECEMBER 31, 1966 


CONSOLIDATED STATEMENT OF EARNED SURPLUS 


1965 
Balance as at January 1 $ 8,506,532 
Add: Amount transferred from statement of profit and loss 1,193,492 
9,700,024 
Deduct: 
Dividends paid on class ‘‘A”’ preferred shares 120,000 
Transfer to capital surplus under requirements of section 61 of Canada Corporations 
Act 118,405 
238 , 405 
Balance as at December 31 $ 9,461,619 
CONSOLIDATED STATEMENT OF CAPITAL SURPLUS 
Balance as at January 1 $ 234,962 
Par value of class “B” preferred shares redeemed during year 118,405 
Balance as at December 31 $ 353,367 


THE WABASSO COTTON COMPANY, LIMITED 


Plants at Welland, Ont., Trois Riviéres, Que., 
Shawinigan, Que., Grand’Mere, Que. 


Cotton yarns, (natural, dyed and mercerized) for 
Braiding, Knitting and Weaving Trades. 


Carpet and chenille yarns e sewing and wrapping 
twines. 


Single and plied yarn ducks e Drills and twills ¢ Osna- 
burgs e Industrial grey cottons e Pocketings and 
interlinings e Corset cloths e White and dyed broad- 
cloths e Printed flannelettes e Print cloths e Bleached 
and grey sheetings e Sheets and pillow slips e San- 
forized ‘‘Durable’’ denims e Thermal Blankets. 


WOODS BAG & CANVAS CO. LTD. 
A Wholly-Owned Subsidiary of THE WABASSO 
COTTON COMPANY, LIMITED 


CANVAS AND SLEEPING ROBE DIVISION: 
Sleeping robes e Tents e Tarpaulins e Tent Trailers 
e Camping equipment e Canvas products. 


Plants at Toronto, Ont., Winnipeg, Man., Ogdens- 
burg, N.Y. 

BAG DIVISION: 

Jute and cotton bags e Burlap and twines. 


Plants at Winnipeg, Man., Calgary, Alta. 
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